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*'  DEPARTMENT  OF  HEALTH, 
EDUCATION.  AND  WELFARE 

Social  Security  Administration 
HEALTH  INSURANCE  PROGRAM 

Schedule  of  Limits  on  Hospital  Inpatient 
^  General  Routine  Service  Costs 

i  On  May  4. 1976,  there  was  published  in 
the  Federal  Register  (41  FR  18465)  a 
Notice  of  PropKKed  Schedule  of  Limits  on 
Hospital  Inpatient  General  Routine 
Service  Costs  for  Hospitals  with  Cost 
Reporting  Periods  Beginning  on  or  After 
July  1,  1976.  Section  1861  (v)(l)  of  the 
Social  Security  Act,  as  amended,  permits 
tile  Secretary  of  Health,  Education,  and 
Welfare  to  set  prospective  limits  on 
direct  or  indirect  overall  incurred  costs 
or  Incurred  costs  of  specific  items  or 
services  or  groups  of  items  or  services 
furnished  by  a  provider,  to  be  recognized 
as  reasonable  based  on  estimates  of  the 
cost  necessary  in  the  efiBcient  delivery  of 
needed  health  services.  The  revised 
Schedule  of  Limits,  initially  proposed  by 
publication  in  the  Federal  Register  on 
May  4,  1976  (41  FR  18465),  revises  the 
Schedule  of  Limits  on  Hospital  Inpatient 
General  Routine  Services  Costs  for  cost 
reporting  periods  beginning  on  or  after 
Jviy  1,  1975,  as  published  in  the  Federal 
Register  on  May  30, 1975  (40  FR  23622), 
and  is  applicable  to  cost  reporting  periods 
beginning  on  or  after  July  1,  1976,  and 
tmtil  the  effective  date  of  a  revised 
schedule. 

A  refinement  has  been  made  in  the 
revised  schedule  of  limits  to  be  effective 
July  i;  1976.  The  refinement  is  the  result 
of  changes  in  the  size  of  units  of  eco¬ 
nomic  environment,  used  for  the  classifi¬ 
cation  proposed  herein,  w'hich  were  de¬ 
veloped  by  the  Office  of  Management  and 
Budget  (OMB)  to  recc^ize  the  existence 
of  continuously  developed  high  density 
population  areas  which  are  larger  than 
an  individual  Standard  Metropolitan 
Statistical  Area  (SMSA) .  Use  of  the  new 
unit,  the  Standard  Consolidated  Statis¬ 
tical  Area  (SCSA) ,  will  pve  a  better  cost 
cMnparison  among  providers  in  contigu¬ 
ous  SMSA’s  that  are  part  of  an  integrat¬ 
ed  economic  area. 

OMB  has  designated  13  areas  contain¬ 
ing  one-third  of  the  total  population  of 
the  United  States  as  SCSA’s.  The  SCSA 
concept  associates  contiguous  SMSA’s 
betw^een  which  a  significant  degree  of 
economic  interaction  exists.  Each  of  the 
new  consolidated  areas  includes  a  smaller 
Standard  Metropolitan  Statistical  Area 
with  a  population  of  at  least  one  million, 
plus  one  or  more  adjoining  SMSA’s  re¬ 
lated  to  it  by  continuously  developed 
high  density  population  corridors  and 
metropolitan  commuting  of  workers.  The 
SCSA’s  are:  Chicago-Gkiry,  New  York- 
Newark-Jersey  CSty,  Boston-LawTence- 


Lowell,  Cincinnati-Hamilton,  Cleveland- 
Akron-Lorain,  Detroit-Ann  Arbor,  Hous- 
ton-Galveston,  Los  Angeles-  Long  Beach- 
Anaheim,  Miaml-Fort  Lauderdale,  Mil- 
Waukee-Racine,  Phlladelphia-Wilming- 
ton-Trenton,  San  FYancisco-Oakland- 
San  Jose,  and  SeatUe-Tacoma.  TTie  SCSA 
will  be  used  to  classify  all  providers  in 
the  SCSA  without  regard  to  the  bound¬ 
aries  of  individual  SMSA’s  contained  in 
the  SCSA.  The  SCSA’s  were  ranked  based 
on  their  overall  average  per  capital 
Income. 

The  revised  schedule  of  limits  has 
also  been  modified  to  Include  a  pro¬ 
vision  to  protect  providers,  for  a  one 
year  period,  from  the  effects  of  lower 
limits  that  might  result  from  lowered 
per  capita  income  for  the  provider’s  area 
or  a  change  in  an  area’s  SMSA/SC7SA 
designation.  Thus,  if  changes  in  an  area’s 
per  capita  incMne  level  or  SMSA/SCSA 
designation  since  publication  of  the  pre¬ 
vious  schedule  (ff  limits  places  the  area 
in  a  group  lower  than  that  in  which  it 
appeared  in  the  previous  schedule,  the 
limit  to  be  applied  for  the  effective  p^od 
of  the  schedule  published  in  this  Notice 
will  be  the  higher  of  the  limit  published 
herein  for  the  group  in  which  the  hospi¬ 
tal  is  actually  classified  or  the  limit  pub¬ 
lished  herein  for  the  group  in  which  the 
hospital  was  classified  in  the  immediately 
preceding  cost  reporting  period. 

For  Instance,  widespread  devastation 
in  an  SMSA/SCSA  caused  by  a  natural 
disaster,  e.g.,  hurricane,  can  result  in 
severe  economic  loss  which  manifests  it¬ 
self  in  a  sharp  drop  in  the  SMSA/SCSA’s 
per  capita  income  during  one  year.  TTie 
depression  of  per  capita  income  caused 
by  the  extreme  economic  dislocation  may 
result  in  reclassifying  the  SMSA/SCSA 
from  a  group  having  a  higher  limit  into 
a  group  having  a  lower  limit.  Because  the 
reduction  in  per  capita  income  is  usually 
Indicative  of  adverse  economic  conditions 
rather  than  low’er  than  average  hospital 
cost  in  the  area,  the  resulting  classi¬ 
fication  may  not  appropriately  account 
for  providers’  cost  of  doing  business  un¬ 
der  normal  circumstances.  In  order  to 
address  this  situation,  the  revised  cost 
limit  applicable  to  the  group  in  which 
the  provider  has  been  classified  during 
the  immediately  preceding  cost  reporting 
period  w411  be  applied  for  the  current  cost 
reporting  period.  Thus,  a  provider  mov¬ 
ing  from  Group  II  to  Group  HI  as  a  re¬ 
sult  of  changes  in  per  capita  income  will 
continue  to  be  subject  to  the  limits  (if 
higher)  applicable  to  Group  II.  This  pro¬ 
vision  will  be  applied  only  to  the  cost  re¬ 
porting  period  immediately  following  a 
change  in  the  provider’s  grouping  (e.g., 
from  Group  n  to  Group  III).  This  pro¬ 
vision  primarily  will  lessen  the  effect  of 
unusual  short-term  fluctuations  in  area 
per  capita  income  and  the  Impact  of  such 


fluctuations  on  reimbursement  of  indi¬ 
vidual  providers.  SMSA  and  non-SMSA 
areas  affected  are  indicated  in  the  list  of 
groups  by  an  asterisk  preceding  the  area 
name. 

Example: 

Hospital  A.  Bed  Size:  150.  Per  capita 
Income  in  the  provider’s  SMSA  during 
the  period  on  which  the  classification  is 
based  was  reduced  because  of  the  effects 
of  a  severe  drought.  Provider  A  had  been 
.classified  in  Group  n  effective  July  1, 

1975,  and  is  now  classified  in  Group  III 
beginning  July  1,  1976.  The  limit  to  be 
applied  to  Provider  A  beginning  July  1, 

1976,  is  the  higher  of  the  Group  II  limit 
or  the  Group  in  limit. 

^  Interested  parties  were  given  30  days 
from  the  date  of  publication  of  the  pro¬ 
posed  schedule  of  limits  within  which  to 
submit  data,  views,  and  argiunents.  Com¬ 
ments  and  suggestions  received  with  re¬ 
gard  to  that  notice  of  proposed  Schedule 
of  Limits,  responses  thereto,  and  changes 
made  in  the  proposed  schedule  of  limits 
are  summarized  below. 

1.  Some  comments  questioned  the  use 
of  the  Standard  Consolidated  Statistical 
Area  (SCSA)  concept  in  the  classifica¬ 
tion  process.  The  SCSA  concept  was  first 
used  in  granting  adjustments  to  the 
limits  which  were  in  effect  for  cost  re¬ 
porting  periods  beginning  on  or  after 
July  1,  1975.  The  classification  system 
upon  which  these  limits  were  based  had 
used  only  Office  of  Management  and 
Budget  (OMB)  -defined  Standard  Metro¬ 
politan  Statistical  Areas  as  imits  of  eco¬ 
nomic  environment.  In  August  1975. 
OMB  published  an  expanded  standard 
area  concept  known  as  the  SCSA.  Be¬ 
cause  the  SCSA,  which  included  more 
than  one  SMSA,  represented  an  improved 
means  of  economic  comparison,  the 
SCSA  was  adopted  for  use  in  determin¬ 
ing  cost  limits.  Fiscal  intermediaries  and 
hospitals  were  apprised  of  the  use  of  the 
SCSA  in  determination  of  the  appro¬ 
priate  cost  limit  in  Intermediary  Letter 
75-69  which  was  issued  in  December  1975. 
Use  of  the  SCSA  as  a  classifier  in  estab¬ 
lishing  the  revised  limits  incorporates  the 
existing  policy  concerning  the  SCSA  into 
the  published  classification  system. 
Counties  and  cities  within  an  SCSA~Tas 
defined  in  Standard  Metropolitan  Statis¬ 
tical  Areas  1975,  revised  edition  prepared 
by  the  Statistical  Policy  Division,  Office 
of  Management  and  Budget)  are  classi¬ 
fied  according  to  the  average  per  capita 
income  for  the  entire  SCSA.  Classifica¬ 
tion  of  SCSA’s  is  made  without  regard  to 
the  individual  SMSA’s  contained  therein 
and  without  regard  to  State  lines  or 
political  subdivisions. 

2.  Several  questions  centered  upon  the 
clause  protecting  hospitals  for  1  year 
from  classification  into  a  lower  group  as 
a  result  of  changes  In  per  capita  Income 
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or  in  SMSA/SCSA  designation.  Concern 
was  expressed  over  the  effect  on  hospitals 
in  protected  areas  during  subsequent 
years.  Careful  consideration  was  given 
to  the  impact  of  such  protection  prior  to 
the  inclusion  of  this  provision  in  the  pro¬ 
posed  schedule.  The  provision  is  pri¬ 
marily  intended  to  minimize  the  impact 
of  short-term  fluctuations  in  per  capita 
income  or  changes  in  classification 
caused  by  recognition  of  new  or  revised 
SMSA  SCSA  designations.  The  provi¬ 
sion  was  designed  to  protect  hospitals 
against  adverse  reimbursement  conse¬ 
quences  which  result  from  temporary 
conditions  influencing  classifications. 
Such  temporary  conditions  are  expected 
to  end  during  the  1  year  protection 
period.  Where  changes  persist  through 
more  than  1  year,  they  must  be  consid¬ 
ered  reflections  of  actual  long-term  eco¬ 
nomic  adjustment  in  an  area  which 
properly  should  be  reflected  in  the  cost 
limits  applied  to  hospitals  in  the  area. 

3.  There  has  been  some  concern  that 
the  structure  of  the  classification  system 
and  the  requirements  for  reclassification 
under  §  405.460(f)  (1)  of  Regulations  No. 
5  do  not  provide  for  recognition  of 
changes  in  hospital  size  during  the  cost 
reporting  period. 

Consideration  will  be  given  to  a  regu¬ 
latory  revision  concerning  changes  in 
applicable  cost  limit  as  a  result  of  change 
in  hospital  bed  size  duripg  the  cost  re¬ 
porting  period. 

4.  Comment  was  made  that  the  foot¬ 
note  describing  the  limits  to  be  applied 
to  areas  protected  by  the  saving  clau.se 
was  ambiguous.  The  footnote  has  been 
revised  to  clarify  its  intent. 

5.  A  few  parties  questioned  the  change 
in  the  actual  dollar  amount  of  the  new 
limits  when  compared  with  those  pub¬ 
lished  for  cost  reporting  periods  begin¬ 
ning  on  or  after  July  1,  1975.  The  com¬ 
ment  pointed  out  that  limits  for  some 
bed  size  and  geograpfiic  groups  changed 
proportionately  less  than  did  those  for 
other  groups.  The  degree  to  which  the 
revised  limits  for  each  group  differ  from 
the  limits  for  each  group  which  were 
published  May  30,  1975,  is  primarily  re¬ 
lated  to  two  factors. 

First,  the  rate  of  increase  in  hospital 
costs  may  differ  among  providers  in  vari¬ 
ous  bed-size  groups  or  economic  environ¬ 
ments.  Because  the  most  recently  avail¬ 
able  hospital  costs  are  arrayed  each  time 
the  limits  are  revised,  differences  in  the 
rate  of  increase  in  routine  hospital  costs 
among  classified  hospitals  influence  the 
degree  to  which  the  limits  for  each  group 
change.  The  changes  in  the  limits  are 
indications  of  differing  levels  of  hospital 
routine  cost  increases  among  the  various 
hospital  classifications. 

Second,  the  relative  change  in  general 
economic  environment  as  expressed  by 
changes  in  per  capita  income  will  differ 
between  groups.  Because  groups  are 


established  based  on  the  most  recently 
available  per  capita  income  data  each 
time  a  revised  schedule  of  limits  is  pub¬ 
lished,  changes  in  relative  income  levels 
may  result  in  some  change  in  group  com¬ 
position.  Although  the  methodology  does 
not  change,  the  use  of  entirely  new  data 
results  in  limits  which  reflect  relative 
rather  than  uniform  change. 

6.  A  few  comments  concentrated  on 
specific  issues  which  were  viewed  as 
problems  or  weaknesses  in  the  classifica¬ 
tion  system.  Among  these  issues  were  the 
requirements  which  must  be  met  by  a 
provider  seeking  recla.ssification.  An 
opinion  was  expressed  that  reclassifica¬ 
tion  should  be  available  to  hospitals 
whose  wage  patterns  compare  unfavor¬ 
ably  with  area  per  capita  income,  be¬ 
cause  hospital  wages  may  be  heavily  in¬ 
fluenced  by  factors  which  are  not 
strongly  represented  in  per  capita  income 
data. 

As  an  extension  of  this  opinion,  the 
position  was  taken  that  reclassification 
should  be  available  to  hospitals  classified 
in  nonmetropolitan  areas  which  operate 
on  the  fringes  of  areas  classified  as  met¬ 
ropolitan.  While  no  classification  sys¬ 
tem  will  perfectly  accommodate  every 
combination  of  variables,  the  established 
classification  system  seems  to  provide  the 
most  appropriate  method  of  hospital  rou¬ 
tine  cost  comparison  developed  up  to  this 
time.  The  Report  of  the  Senate  Finance 
Committee  which  accompanied  Pub.  L. 
92-603  directed  that  limits  would  be  es¬ 
tablished  on  a  class  and  presumptive 
basis.  Any  such  system  requires  the  use 
of  a  fixed  set  of  parameters,  and  the  use 
of  such  parameters  may  result  in  less 
than  perfect  description  of  every  circum¬ 
stance  which  may  arise..  It  is  not  practi¬ 
cal  to  expand  reclassification  to  every 
possible  combination  of  circumstances. 
How'ever,  reclassification  will  continue  to 
be  available  where  it  can  be  shown  that 
the  initial  classification  resulted  from  in¬ 
formational  or  computational  error. 

A  few  spokesmen  voiced  a  belief  that 
the  iimits  fail  to  provide  sufficient  al¬ 
lowance  for  the  many  possible  combina¬ 
tions  of  individual  determinants  of  rou¬ 
tine  cost.  The  contention  is  that  the  indi¬ 
vidual  components  of  cost  differ  in  im¬ 
portance  among  different  hospitals.  For 
example,  one  comment  held  that  levels 
of  wage  settlements  and  union  organi¬ 
zation  of  some  hospital  employees  should 
be  recognized  in  the  cost  limit. 

Where  the  influence  of  some  charac¬ 
teristic  is  common  to  the  universe  of 
hospitals  it  may  be  desirable  to  incorpo¬ 
rate  that  additional  characteristic  into 
the  classification  system.  However,  the 
characteristics  examined  so  far  have  not 
been  found  to  be  present  consistently 
throughout  the  universe  of  hospitals.  Ebc- 
amination  of  characteristics  which  may 
be  suggested  for  inclusion  in  the  classifi¬ 
cation  system  will  continue. 


7.  The  view  was  again  expressed  that 
the  classification  system  does  not  in¬ 
clude  such  factors  as  patient  mix  and 
specialized  service.  Such  factors  may 
produce  higher  total  costs  in  some  insti¬ 
tutions,  although  their  impact  on  the 
routine  cost  portion  of  total  hospital  cost 
has  not  been  demonstrated.  Such  factors 
have  some  correlation,  with/  bed  size. 
Larger  facilities  exhibit  both  higher  pro¬ 
portions  of  complicated  cases  and  higher 
incidences  of  specialized  services.  Be¬ 
cause  hospitals  are  grouped  by  bed  size 
in  establishing  the  limits,  hospitals  of¬ 
fering  specialized  services  or  treating 
more  serious  cases  tend  to  be  in  the  same 
classification  group  for  comparison  with 
one  another.  Thus,  to  the  extent  that 
such  variables  as  patient  mix  and  scope 
of  service  do  influence  general  routine 
operating  costs,  the  limits  would  tend  to 
reflect  this  influence.  However,  no  sub¬ 
stantial  evidence  has  beeia  offered  to  sup¬ 
port  the  contention  that  inclusion  of 
patient  mix  and  specialized  services  as 
separate  factors  in  the  system  would 
more  accurately  reflect  hospital  costs 
and  no  such  evidence  has  been  found  in 
the  development  of  these  cost  limits. 

8.  The  source  of  per  capita  income 
data  was  questioned.  Per  capita  income 
used  to  group  SCSA/SMSA’s  and  non- 
SCSA/SMSA’s  was  taken  from  the  Sur¬ 
vey  of  Current  Business,  April  1975,  Vol¬ 
ume  55,  Number  4.  published  by  the 
the  United  States  Department  of  Com¬ 
merce,  Social  and  Economic  Statistics 
Administration,  Bureau  of  Economic 
Analysis. 

9.  A  number  of  comments  which  were 
received  duplicated  comments  made 
prior  to  publication  of  the  previous  sets 
of  limits.  A  discussion  of  these  items  can 
be  found  in  the  Federal  Register  (40 
FR  23622)  published  May  30,  1975.  and 
the  Federal  Register  (FR  20164) 
published  June  6,  1974. 

10.  Several  editorial  changes  have  been 
made  in  the  interest  of  clarity  and  uni¬ 
formity.  A  number  of  SMSA/SCSA  titles 
were  revised  to  conform  to  the  titles 
used  by  OMB  in  the  publication.  Stand¬ 
ard  Metropolitan  Statistical  Areas  1975, 
revised  edition.  No  change  has  been 
made  in  the  geographical  area  included 
in  the  SMSA, /SCSA ’s  whose  titles  were 
revised.  The  revisions  are  purely  editorial 
and  were  made  so  that  usage  of  the  titles 
in  this  notice  and  in  the  OMB  document 
will  be  consistent. 

The  changes  made  to  the  classification 
system  are  intended  as  improvements 
over  the  current  system.  The  revised  sys¬ 
tem  will  better  identify  hospitals  whose 
costs  are  substantially  higher  than  those 
deemed  necessary  in  the  efficient  de¬ 
livery  of  inpatient  general  routine  hos¬ 
pital  services  by  providing  a  more  ade¬ 
quate  response  to  the  economic  condi¬ 
tions  in  a  hospital’s  location. 

The  Secretary  has  foimd  that  estab¬ 
lishing  an  effective  date  for  the  sched-^ 


FCOEtAL  lEGISTEI,  VOL  41,  NO.  1 27— WEDNESDAY,  JUNE  30,  1976 


26994 


NOTICES 


ule  of  limits  herein  contained  later  than 
July  1.  1976,  is  contrary  to  the  public 
interest  and  that,  therefore,  good  cause 
exists  for  making  this  schedule  effective 
less  than  30  days  following  publication 
in  the  Federal  Register. 

It  is  in  the  interest  of  the  affected 
parties  to  have  the  Schedule  take  effect 
on  July  1,  1976.  First,  the  Schedule  of 
Limits  on  Hospital  Inpatient  General 
Routine  Service  Costs  is  familiar  to  hos¬ 
pitals  and  fiscal  intermediaries.  Sim¬ 
ilar  schedules  have  been  published  twice 
in  the  past,  and,  in  both  cases,  the  pub¬ 
lished  limits  were  effective  on  July  1. 
The  July  1  effective  date  coincides  with 
the  beginning  of  the  reporting  period  for 
many  hospitals.  Although  the  schedule 
now  being  published  includes  several 
changes  from  the  schedule  for  cost  re¬ 
porting  periods  beginning  on  or  after 
July  1,  1975,  these  changes  were  pub¬ 
lished  with  the  proposed  Schedule  of 
Limits  which  appeared  in  the  Federal 
Register  on  May  4,  1976  (41  FR  16465) . 
No  substantive  changes  have  been  made 
in  the  Schedule  published  in  prwJsed 
form  at  that  time. 

Further,  the  revised  limits  are  more 
representative  of  current  costs  because 
the  amounts  are  based  on  more  recent 
hospital  cost  data  which  reflect  the 
changes  in  hospital  costs  which  have 
been  experienced  since  publication  of  the 
most  recent  set  of  limits. 

Use  of  the  Standard  Consolidated 
Statistical  Area  (SCSA)  and  provision 
of  the  saving  clause,  which  are  described 
In  detail  above,  will  result  in  a  number 
of  hospitals  receiving  higher  limits  tiian 
those  which  would  have  applied  had  the 
previous  classification  structure  re¬ 
mained  in  effect.  In  the  interest  of  giving 
all  hospitals  the  benefit  of  these  changes 
at  the  start  of  the  ensuing  cost  repKirting 
period  It  is  necessary  to  have  the  re\ised 
limits  take  effect  July  1,  1976. 

Delay  of  the  effective  date  beyond 
July  1, 1976,  will  create  some  uncertainty 
for  hospitals  whose  reporting  period  be¬ 
gins  on  July  1, 1976.  This  uncertainty  re¬ 
garding  the  applicable  cost  limits  and 
their  effect,  on  hospital  reimbursement 
may  have  an  adverse  Impact  on  the  hos- 
plt^’  ability  to  provide  service  for 
Medicare  beneficiaries  and  ultimately  on 
the  hospitals’  financial  condition. 

Therefore,  it  is  not  in  the  Interest  of 
the  public,  the  hospitals,  or  the  Social 
Security  Administration  to  delay  the  ef¬ 
fective  date  beyond  July  1, 1976. 

Revisions  to  Methodology 


All  SMSA’s  and  SCSA’s  have  been 
divided  into  the  fc^owing  five  groups 
based  on  per  capita  income. 

SMSA/SCSA  Group  I 

ALASKA 

Anchorage 

CALIFORNIA 


Los  Angeles-Long  Beach- Anaheim  (SCSA) 

Los  AngeleS'Long  Rlverslde-San 

Beach  Bernardlno-Ontario 

AnaheUn-Santa  Ana-  Salinas-Seaslde- 
Garden  Grove  Moneterey 

Oxnard-Siml  Valley- 
Ventura 

San  Francisco-Oakland-San  Jose  (SCSA) 

San  Francisco-  Vallejo-Palrfleld- 

Oakland  Napa 

San  Jose 


COLORADO 

Denver-Boulder 

CONNBCTICUT 

Bridgeport  Hartford 

Bristol  New  Britain 

Danbury 

(See  also  New  York  SCSA) 

DISTRICT  OF  COLUMBIA 

Washington,  DC-MD-VA 

FLORIDA 

~  Miami-Fort  Lauderdale  (SCSA) 

Fort  Lauderdale-  Sarasota 

Hollywood  West  Palm  Beach- 

Miami  Boca  Raton 

HAWAII 

Honolulu 

ILLINOIS 

Chicago-Garg.  IL-IN  (SCSA) 

Chicago.  IL  Peoria 

Gary-Hanunond-  Rockford 

East  Chicago.  IN  Springfield 

MASSACHUSETTS  ^ 

Boston-Latvrence-Lowell,  MA-NH  (SCSA) 

Lowell,  MA-NH  Boston,  MA 

Lawrence-Haverhill,  Brockton,  MA 

MA-NH 

MICHIGAN 

Detroit-Ann  Arbor  (SCSA) 

Detroit  Flint 

Ann  Arbor 

MINNESOTA 

Minneapolis -St. 

Paul,  MN-WI 

NEVADA 

Las  V'egas  Reno 

NEW  JERSEY 

(See  New  York  SCSA) 

NEW  YORK 


Under  the  revised  classification  sys¬ 
tem,  hospitals  will  be  grouped  based  on 
their  location  in  either  a  Standard  Con¬ 
solidated  Statistical  Area  (SCSA)  or  a 
Standard  Metropolitan  Statistical  Area 
(SMSA)  which  is  not  included  in  a  SCSA, 
or  a  non-standard  Metropolitan  Statis¬ 
tical  Area/Standard  Ckinsolidated  Sta¬ 
tistical  Area  (non-SMSA/SCSA) ,  Hospi¬ 
tals  located  in  SMSA/S(CSA’s  are  clas¬ 
sified  on  the  basis  of  per  capita  incmne 
in  those  areas  without  regard  to  State 
lines. 


Ketc  York-Ncwark-Jersey  City.  NY-NJ-CT 
(SCSA) 


New  York,  NY-NJ 
Newark,  NJ 
Jersey  City,  NJ 
Paterson-Clifton- 
Passaic,  NJ 
Nassau-Suffolk,  NY 
Long  Branch-Asbury 
Park.  NJ 


New  Brunswlck- 
Perth  Amboy- 
SayervUle,  NJ 
Norwalk,  CT 
Btanford,  CT 
Rochester 


NORTH  DAKOTA 

Fargo-Moorehead, 

ND-MN 


OHIO 

Cleveland- Akron-Lorain  (SCSA) 

Cleveland  Loraln-Elyrla 

Akron 

VIRGINIA 

Richmond 


Kenosha 

Phoenix 


WISCONSIN 

SMBA/SCSA  Group  H 

ARIZONA 


CALIFORNIA 

Santa  Barbara-San-  San  Diego 

ta  Marla-Lompoc  Stockton 

CONNECTICUT 


*  Meriden 
New  London 
Norwich 


•New  Haven- West 
Haven 
•Watcrbury 

DELAWARE 


Atlanta 


•Decatur 


(See  PhUadeIpbla  SCSA) 

GEORGIA 

ILLINOIS 

Kankakee 

INDIANA 


Anderson 
Port  Wayne 


Indianapolis 
South  Bend 


Cedar  Rapids 
Davenport-Rock 
Island-Mollne, 
lA-IL 

Wichita 


Des  Moines 
Waterloo-Cedar 
Falls 


KENTUCKY 


LoulsvUle,  KY-IN 


Baltimore 

Pittsfield 


MARYLAND 

Massachusetts 


MICHIGAN 

Battle  Creek  Lansing-East  Lans- 

Grand  Rapids  Ing 

Jackson  Saginaw 

MINNESOTA 

Rochester 

MISSOURI 

Kansas  City,  MO-KS  St.  Louis,  MO-IL 

NEW  JERSEY 


(See  Philadelphia  SCSA) 

NEW  YORK 

Albany-Schnectady-  Buffalo 

Troy  Pou^keepsle 

OHIO 


Cincinnati-Hamilton.  OH-KY-IN  (SCSA) 

Cincinnati,  OH-KY-  Lima 
IN  Toledo.  OH-Ml 

Hamilton-Middle-  Youngstown- 

town,  OH  Warren 

Dayton 

OREGON 

Portland,  OR-WA 


PENNSYLVANIA 

Philodelphia-Wilmtngton-Trenton,  PA-DE~ 
MD-NJ  (SCSA) 

Philadelphia,  PA-NJ  Harrisburg 

•Trenton,  NJ  Lancaster 

•Wilmington,  1^  Pittsburgh 

Allentown-Bethle-  Reading 

hem-Easton,  Pa- 
NJ 
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TEXAS 

Houston-Gatveston  {SCSA) 

Houston  Dallas-Fort  Wortb 

Oalveston-Texas  Midland 

City 

WASHINGTON 

Seattle-Tacoma,  (SCSA) 

Seattle-Bverett  Rlcbland-Kennewlck 

Taccsna 

WISCONSIN 

Milwaukee-Racine,  {SCSA) 

*Mllwsuke«  Racine 

Madison 


OKLAHOMA 

Tulsa 

PENNSYLVANIA 

Erla  Tort 

XHODE  ISLAND 

Providence-Warwlck* 

Pawtucket 

SOUTH  DAKOTA 

Sioux  Falla 

TENNESSEE 

Nashville -Davidson  Memphis, TN-AR-M3 

TEXAS 

AmarUlo  •  WlchlU  Palls 


SMSA/SCSA  Oboup  HI  Virginia 


ALABAMA 

Newport  News- 

Norfolk-Vlrglnla 

Birmingham 

CALIFORNIA 

Hampton 

Beach-Ports- 
mouth,  VA-NC 
Roanoke 

Bakersfield 

Sacramento 

Fresno 

Santa  Crux 

WASHINGTON 

Modesto 

Santa  Rosa  • 

Spokane 

Yakima 

FLORIDA 

VIEST  VIRGINIA 

Jacksonville 

Tampa- 

Charleston 

Orlando 

St.  Petersburg 

WISCONSIN 

IDAHO 

Appleton -Oshkosh 

•Boise  City 

SMSA/SCSA  Group  IV 

ILLINOIS 

ALABAMA 

•Bloomington 

Champaign -Ur  biuaa- 

Montgomery 

Normal 

Rautoul 

ARIZONA 

INDIANA 

•Tucson 

Evansville,  IN-KY  Lafayette-West 

ARKANSAS 

Lafayette 

•Little  Rock-North 

Dubuque 

IOWA 

Sioux  City,  lA-NE 

Little  Rock 

COLORADO 

•Colorado  Springs  Pueblo 

KANSAS  ' 

•Topeka 

FLORIDA 

KENTUCKY 

Daytona  Beach 

Melbourne- 

Lexlngton-Fayette 

Fort  Meyers  TltusvUle-Cocoa 

•Lakeland-Winter  Tallahassee 

New  Orleans 

LOUISIANA 

Haven 

GEORGIA 

MAINE 

Portland 

Augusta,  GA-SC 

Savaiuiah 

MASSACHUSETTS 

Macon 

INDIANA 

•FltchbiUY- 

Leomlnster 

Springfleld-Chlcopee 

Holyoke 

Munlce 

Terre  Haute 

•Worcester 

KENTUCKT 

MICHIGAN 

Owensboro 

MASSACHUSETTS 

Bay  City 

Kal  amazoo  -  Por  t  age 

Fall  River,  MA-RI 

New  Bedford 

.  MISSOURI 

St.  Joseph 

MICHIGAN 

MONTANA 

Muskegon-Norton  Shores-Muskegon  Heights 

BUI  Inga 

Great  Falls 

AIINNESOTA 

NEBRASKA 

Duluth -Superior, 

MN— W1 

Lincoln 

Omaha,  NE-IA 

MISSISSIPPI 

NEW  HAMPSHIRE 

Jackson 

MISSOURI 

Nashua 

Manchester 

Springfield 

NEW  JERSEY 

NEW  MEXICO 

Atlantic  City 

Vlneland-MlUvUle- 

Albuquerque 

NEW  YORK 

Brldgeton 

Utlca-Rome 

NEW  YORK 

NORTH  CAROLINA 

Binghampton,  NY-PA  Syracuse 

Elmira 

Ashvllle 

Burlington 

NORTH  CAROLINA 

• 

OKLAHOMA 

•Char  lot  te-Oastonia  Ralelgh-Durham 

•Oklahoma  City 

OREGON 

Greensboro- Wins  ton- 

* 

Salem-Hlgh  Point 

Eugene-Sprlngfleld  Salem 

OHIO 

PENNSYLVANIA 

Columhua 

Springfield 

WUkes  Barre- 

WUllamsport 

Canton 

Steubenville- Weir- 

Scranton-Hazel  ton 

•Mansfield 

ton.  OH-WV 

(Northeast  PA) 

SOXITR  CAE(H,INA 

CoUunbla  GreenvlUe- 

Spartanburg 

TENNESSEE 

Chattanooga,  TN-GA  ClarksvUle-Hopklns 
vlUe,  TN-KY 

TEXAS 

Abilene  Odessa 

Austin  San  Angelo 

•Beaumont-Port  San  Antonio 

Arthur-Orange  Sherman-Denlson 

•Kllleen-Temple  Tyler 

Longview  Waco 

Lubbock 

UTAH  ' 

Salt  Lake  Clty-Ogden 

VIRGINIA 

Petersburg-Colonial  Lynchburg 

Helghts-Hopewell 

WEST  VIRGINIA 

Parkersburg-  Wheeling,  WV-OH 

Marietta,  WV-OH 

WISCONSIN 

Green  Bay  La  Croese 

SMSA/SCSA  Group  V 


Anniston  Huntsvllla 

Florence  Mobile 

Gadsden  Tuscalooea 

ARKANSAS 

Fayetteville-  Port  Smith.  AB-OK 

Springdale  Pine  Bluff 

COLORADO 

Greeley  Fort  Collins 

FLORIDA 

•Gainesville  *Fensacola 

CEORIGA 

Albany  Columbus,  QA-AL 

INDIANA 

Bloomington 

LOUISIANA 

Alexandria  Lake  Charles 

•Baton  Rouge  Monroe 

Lafayette  •Shreveport 

MAINE 

Lewlston-Aubum 

MINNESOTA 

St.  Cloud 

MISSOURI 

Columbia 

MISSISSIPPI 

Blloxl-Gulfport  Pascagoula-Moss 

Point 


Fayetteville 

Lawton 

Altoona 


NORTH  CAROLINA 

Wilmington 

OKLAHOMA 

PENNSYLVANIA 

Johnstown 


PUBTO  RICO 

Caguas  Ponce 

May  agues  San  Juan 

SOUTH  CAROLINA 

Charleston-North 

Charleston 
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Johnson  City-  •Knoxville 

Kingaport-Brlstol , 
a’N-VA 


TEXAS 


Browns  ville-Harlln- 
gen-San  Benito 
Rryan-CoUege 
Station 
Corpus  Chrlstl 


151  Paso 
Laredo 

McAllen-Phan- 

Edlnburg 

Texarkana,  TX-AR 


OTAH 

Provo-Orem 


WEST  TIBGINIA 

Hunting  ton- Ashland, 
WV-KY-OH 

WISCONSIN 

Eau  Claire 


•Hospitals  In  areas  (SCSA  or  6MSA)  iden¬ 
tified  by  an  asterisk  will  receive  the  higher 
of  the  limit  published  herein  for  the  group  In 
which  the  hospital  Is  actually  classified  or 
the  limit  published  herein  for  the  group  In 
which  the  hospital  was  classified  In  the  Im¬ 
mediately  preceding  cost  reporting  period. 


Non-SMSA/SCSA  areas  will  be  classi¬ 
fied  according  to  the  per  capita  Income 
of  all  non-SMSA/SCSA  counties  within 
a  State.  The  following  are  the  live  in¬ 
come  groupings,  with  States  classified 
according  to  (>er  capita  Income  to  be  used 
for  hospitals  located  In  non-Standard 
Metropolitan  Statistical/Standard  C<u- 
solldated  Statistical  Areas  In  those 
States. 

Non -SMSA' SCSA 


Alaska 

Illinois 

Iowa 

Kansas 

Massachusetts 


California 

•Connecticut 

•Delaware 

Hawaii 

•Indiana 


Florida 

Idaho 

Michigan 

Missouri 

•New  Hampshire 

•  New  York 


•Arizona 

Arkansas 

•Colorado 

Maine 


GROUP  I 

Nebraska 
Nevada 
New  Jersey 
North  Dakota 
Washington 

GROUP  n 

Maryland 
Minnesota 
Montana 
South  Dakota 
Wyoming 

CROUP  m 

•Ohio 

Oklahoma 

•Oregon 

Pennsylvania 

•Vermont 


CROUP  IV 

North  Carolina 
Texas 
Virginia 
•Wisconsin 


Witli  respect  to  the  Standard  Con¬ 
solidated  Statistical  Area/Standard  Met¬ 
ropolitan  Statistical  Area  groupings,  the 
groupings  were  developed  by  combining 
those  SCSA/SMSA’s  which  refiect  a 
similar  economic  environment  as  ex¬ 
pressed  by  per  capita  income  data.  The 
SCSA/SMSA’s  were  arrayed  In  order  of 
the  size  of  their  per  capita  Income  and 
groupings  were  established.  The  same 
procedure  was  followed  for  grouping  the 
non-SCSA/SMSA  areas  to  arrive  at 
State  groups. 

The  following  bed-size  categories  are 
used  to  classify  hospitals: 


STANDARD  METBOPOUTAN  C0N80UDATED 
STATISTICAL  AREAS 


Groups  I  and  II 
Less  than  100 
100-404 
40&-684 
685  and  above 


Groups  III,  IV,  CTid  V 
Less  than  100 
100-404 
405  and  above 


NON-STANDARD  METROPOLITAN  CONSOLIDATED 
STATISTICAL  AREAS 


Less  than  100 

100-169 

170  and  above 

The  proposed  limits  were  developed  in 
the  following  manner: 

1.  Inpatient  general  routine  service 
cost  data  for  each  participating  hos¬ 
pital  were  obtained  from  the  fiscal  inter¬ 
mediaries. 

2.  The  data  for  hospitals  In  each  class 
were  arrayed  In  descending  order  of  in¬ 
patient  general  routine  service  cost. 

3.  The  80th  percentile  and  the  median 
were  computed  for  each  class. 

4.  For  each  class,  an  amount  equal  to 
10  percent  of  the  median  was  added  to 
the  80th  percentile  amount. 

5.  This  sum  was  adjusted  to  refiect  the 
14.5  percent  annual  rate  of  estimated 
cost  Increases  in  per  diem  routine  service 
costs  following  Uie  date  of  data  collec¬ 
tion. 


6.  The  amounts  calculated  in  step  5 
are  roimded  to  the  next  highest  dollar 
which  establishes  the  limit  for  each  class, 
subject  to  adjustment  for  hospitals  re¬ 
porting  on  other  than  a  reporting  period 
beginning  July  1, 1976.  .- 

Under  the  authority  of  section  1861  (v) 
of  the  Social  Security  Act,  the  following 
cost  limitations  apply  to  the  total  of  the 
hospital  inpatient  general  routine  service 
costs  (excluding  costs  inciured  for  spe¬ 
cial  care  units  and  ancillary  services), 
adjusted  upward  as  provided  for  below. 
The  limits  are  applicable  to  cost  report¬ 
ing  periods  beginning  on  or  after  July  1, 
1976,  and  will  remain  in  effect  until  tlie 
effective  date  of  a  revised  schedule.  How¬ 
ever,  this  schedule  will  apply  to  the  en¬ 
tire  cost-reporting  period  of  a  hospital 
whose  cost-reporting  period  begins  dur- 
Jng  its  effective  period. 

Ihe  limits  are  applicable  to  any 
hospital  with  a  cost  reporting  period 
beginning  on  or  after  July  1, 1976.  Where 
a  hospital  has  a  cost  reporting  period 
b^dnning  after  July  1,  1976,  the  pub¬ 
lished  limit  will  be  adjusted  upward  by 
a  factor  of  1.21  percent  for  each  elapsed 
month  between  July  1.,  1976,  and  the 
month  in  which  the  hospital’s  reporting 
period  begins.  The  result  of  this  calcula¬ 
tion  is  not  roimded  and  is  to  be  given  in 
dollars  and  cents. 

Example:  Hospital  A's  cost  reporting  period 
starting  In  1976  begins  October  1,  1976,  and 
ends  September  30,  1977.  The  cost  factor  for 
Hospital  A’s  group  from  the  table  below  Is 
$100.00. 

Computation  of  Adjusted  Cost  Limit 


Cost  factor _ $100  .00 

Plus;  Adjustment  for  3-month  pe¬ 
riod  (July  1,  1976,  to  Sept.  30, 

1976),  3  monthsXl.21%=3.63%, 

3.63%Xco8t  factor _  3,63 

Adjusted  cost  limit  applicable  to 
Hospital  A  for  the  Oct.  1,  1976,  to 
Sept.  30,  1977,  reporting  period _  103. 63 


SCHEDU1.E  OF  Limits  on  Hospital  Inpatient  General  Routine  Service  Costs  for 
Hospitals  With  Cost-Reportinq  Periods  Beginning  on  or  After  Jult  1,  107C 

Hospitals  locotcd  within  BMBA/BOBA's  (metropolitan)  led  size 


8MSA  group 

Less  than  100 

100  to  404 

405  to  684 

685  and  above 

$124 

$1.30 

$146 

$193 

104 

101) 

109 

128 

98 

101 

08 

98 

9.3 

87 

94 

9.3 

76 

80 

94 

94 

>  Limits  apply  to  all  group  I  SMSA'a  except  Anchorage,  Alaska,  and  Honolulu.  Hawaii,  where 
euKt-of-living  adjustment  (22.5  pet  Anchorage,  Alaska  ;  12.5  pet  Honolulu,  Hawaii)  was  made.  The 
IlmitH  for  these  areas  are  as  follows  : 


I>>ss  than  100  100  to  404  405  to  634  685  and  above 


GROUP  V 


Alabama 

•Georgia 

Kentucky 

I.,oui8lana 

Mississippi 

•New  Mexico 


Puerto  Rico 
•South  Carolina 
Tennessee 
Utah 

Virgin  Islands 
West  Virginia 


•Hospitals  In  States  identified  by  an  as¬ 


terisk  will  receive  the  higher  of  the  limit 
published  herein  for  the  group  In  which  the 
hospital  Is  actuaUy  classified  or  the  limit 
published  herein  for  the  group  In  v.-:  ich  the 
hospital  was  classified  in  the  Immediately 


preceding  cost  reporting  period. 


Anchorag.' _  $152  $159  $179  $237 

Honolulu _  140  146  164  217 


Hospitals  located  outside  BMBA/BOBA’s  (nonmetropoUtan)  led  size 


State  group  Less  than  100  100  to  169  170  and  above 


I  ‘ _  $87  $101  $96 

n» _  04  100  96 

HI _  85  89  90 

IV  _  81  79  87 

V  _  70  76  77 


>  Limits  apply  to  all  group  I  States  except  Alaska  where  cost-of-llving  adjustment  (20  jaercent) 
w.is  made.  iJlmlts  for  Alaska  are  :  Less  than  100,  $109  ;  100  to  108,  $120  :  170  and  abov^  $110. 

•  Applies  to  all  group  II  States  except  Hawaii  where  eost-of-llvlnf  •djustment  (12.0  percent) 
niiN  made  limits  for  llawnli  are:  l>ess  than  100,  $106;  100  to  169,  $112;  170  and  above,  $108. 
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(Secs.  1102,  1861(v)(l).  1866(a).  and  1871 
of  the  Social  Security  Act;  49  Stat.  647,  as 
amended;  79  Stat.  313,  as  amended;  79  Stat. 
327,  as  amended;  79  Stat.  331;  42  U.S.C.  1302, 
1395x(t),  139ficc(a),  and  1395hh.) 

Effective  date'.  The  Schedule  of 
Limits  will  be  effective  for  cost  report* 
inff  periods  beginning  on  or  after  July  1, 
1976,  and  will  remain  in  effect  until  the 
effective  date  of  any  revised  schedule 
which  may  be  published. 

(Catalog  of  Federal  Domestic  Assistance.  Pro¬ 
gram  No.  13.800,  Health  Insurance  for  the 
Aged— Hospital  Insurance.) 

Dated:  June  14,  1976.  / 

J.  B.  Cardwell, 

Commissioner  of  Social  Security. 

Approved:  June  23,  1976. 

David  Mathews, 

Secretary  of  Health,  Education, 
and  Welfare. 

(FR  DOC.7&-18781  Filed  6-29-76:8:45  am] 
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